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Equity strategy 
Top picks on market weakness 
 
 

UX falls 43% from March peak; reason for rout to quell 
Ukraine’s benchmark equity index, the UX, has shed 30% this month (vs. RTS’ 
21% and MSCI EM’s 15%) and 43% since its recent peak on March 25.  
 
The Bloomberg consensus of investment banks has the S&P 500 hitting 1,383 
points by yearend, implying a 23% rise. We also see reason for the rout in 
domestic equities to quell: compared to 2008, the threats of economic 
recession and sovereign debt in the US and EU are better understood; 
domestically, the Ukrainian banking system and corporations overall are 
better prepared and less leveraged. Even with the persistence of a general 
global risk-off mentality, we believe there are fundamental reasons to expect 
a modest, gradual recovery in autumn, when local market activity usually 
picks up, of up to 10-15% from current levels by end-November. 
 
 

Top picks for a recovery 
We deem the following Ukrainian equities to have the highest potential for 
growth after the correction: 
 

 Liquid blue chips: Avdiivka Coke (AVDK UK), Motor Sich (MSICH UK), MHP 
(MHPC LI), Kernel (KER PW) 

 Stocks that should benefit from the commodities slowdown: Milkiland 
(MLK PW) 

 Stocks with clear triggers (privatization): Centrenergo (CEEN UK), 
Donbasenergo (DOEN UK) 

 Dividend plays: Central Iron Ore (CGOK UK), Northern Iron Ore (SGOK 
UK), Khartsyzsk Pipe (HRTR UK) 
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Strategy 
Flash Note 

  

Report date 22 Aug 2011 
UX Index (close 19 Aug) 1,634.46 
1-week performance -10.3% 
1-month performance -30.1% 
52-week performance -20.3% 
ADT, 12M, USD mln 21.9 
 
 
 

UX performance vs. MSCI EM 
 

 

Source: Bloomberg, UX 
 
 
 

Performance of most liquid Ukrainian 
stock in August 2011 

 
Note: Calculated in currency of listing exchange 
Source: UX, Bloomberg 
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Appendix 
 
Ukraine: 1H08 vs. 1H11 
 1H08 1H11 

Current account deficit, % of GDP -7.9% -2.0% 
Public debt level, % of GDP 10.5% 40.0% 
NBU reserves, USD bln 32 38 
CAR of Ukrainian banking system, % 13.4% 19.2% 
Commodities’ share in export structure, % 74% 71% 
UX Index 1,291.65* 1,738.36** 
* As of September 1, 2008. ** As of August 19, 2011 
Source: NBU, State Statistics Committee, Bloomberg, UX 
 
Benchmark Ukrainian equity index performance 

 
* PFTS index rebased until March 26, 2009; UX index thereafter 
Source: Bloomberg, UX, PFTS 
 
S&P 500 forecasts at yearend 2011

 
Source: Bloomberg 
 
S&P 500 performance and consensus forecast 

 
Source: Bloomberg  
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DISCLAIMER  
 
THIS REPORT HAS BEEN PREPARED BY CONCORDE CAPITAL INVESTMENT BANK INDEPENDENTLY OF THE RESPECTIVE COMPANIES MENTIONED HEREIN FOR INFORMATIONAL PURPOSES ONLY. CONCORDE CAPITAL DOES AND SEEKS TO DO 
BUSINESS WITH COMPANIES COVERED IN ITS RESEARCH REPORTS. AS A RESULT, INVESTORS SHOULD BE AWARE THAT CONCORDE CAPITAL MIGHT HAVE A CONFLICT OF INTEREST THAT COULD AFFECT THE OBJECTIVITY OF THIS REPORT. 
 
THE INFORMATION GIVEN AND OPINIONS EXPRESSED IN THIS DOCUMENT ARE SOLELY THOSE OF CONCORDE CAPITAL AS PART OF ITS INTERNAL RESEARCH COVERAGE. THIS DOCUMENT DOES NOT CONSTITUTE OR CONTAIN AN OFFER OF 
OR AN INVITATION TO SUBSCRIBE FOR OR ACQUIRE ANY SECURITIES. THIS DOCUMENT IS CONFIDENTIAL TO CLIENTS OF CONCORDE CAPITAL AND IS NOT TO BE REPRODUCED OR DISTRIBUTED OR GIVEN TO ANY OTHER PERSON.  
 
CONCORDE CAPITAL, ITS DIRECTORS AND EMPLOYEES OR CLIENTS MIGHT HAVE OR HAVE HAD INTERESTS OR LONG/SHORT POSITIONS IN THE SECURITIES REFERRED TO HEREIN, AND MIGHT AT ANY TIME MAKE PURCHASES AND/OR 
SALES IN THEM AS A PRINCIPAL OR AN AGENT. CONCORDE CAPITAL MIGHT ACT OR HAS ACTED AS A MARKET-MAKER IN THE SECURITIES DISCUSSED IN THIS REPORT. THE RESEARCH ANALYSTS AND/OR CORPORATE BANKING ASSOCIATES 
PRINCIPALLY RESPONSIBLE FOR THE PREPARATION OF THIS REPORT RECEIVE COMPENSATION BASED UPON VARIOUS FACTORS, INCLUDING QUALITY OF RESEARCH, INVESTOR/CLIENT FEEDBACK, STOCK PICKING, COMPETITIVE FACTORS, 
FIRM REVENUES AND INVESTMENT BANKING REVENUES. 
 
PRICES OF LISTED SECURITIES REFERRED TO IN THIS REPORT ARE DENOTED IN THE CURRENCY OF THE RESPECTIVE EXCHANGES. INVESTORS IN FINANCIAL INSTRUMENTS SUCH AS DEPOSITORY RECEIPTS, THE VALUES OR PRICES OF WHICH 
ARE INFLUENCED BY CURRENCY VOLATILITY, EFFECTIVELY ASSUME CURRENCY RISK. 
 
DUE TO THE TIMELY NATURE OF THIS REPORT, THE INFORMATION CONTAINED MIGHT NOT HAVE BEEN VERIFIED AND IS BASED ON THE OPINION OF THE ANALYST. WE DO NOT PURPORT THIS DOCUMENT TO BE ENTIRELY ACCURATE AND 
DO NOT GUARANTEE IT TO BE A COMPLETE STATEMENT OR SUMMARY OF AVAILABLE DATA. ANY OPINIONS EXPRESSED HEREIN ARE STATEMENTS OF OUR JUDGMENTS AS OF THE DATE OF PUBLICATION AND ARE SUBJECT TO CHANGE 
WITHOUT NOTICE. REPRODUCTION OF THIS DOCUMENT IN WHOLE OR IN PART WITHOUT PRIOR PERMISSION IS PROHIBITED.  
 
NEITHER THIS DOCUMENT NOR ANY COPY HEREOF MAY BE TAKEN OR TRANSMITTED INTO THE UNITED STATES OR DISTRIBUTED IN THE UNITED STATES OR TO ANY U.S. PERSON (WITHIN THE MEANING OF REGULATION S UNDER THE U.S. 
SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”)), OTHER THAN TO A LIMITED NUMBER OF “QUALIFIED INSTITUTIONAL BUYERS” (AS DEFINED IN RULE 144A UNDER THE SECURITIES ACT) SELECTED BY CONCORDE CAPITAL.  
 
THIS DOCUMENT MAY ONLY BE DELIVERED WITHIN THE UNITED KINGDOM TO PERSONS WHO ARE AUTHORIZED OR EXEMPT WITHIN THE MEANING OF THE FINANCIAL SERVICES AND MARKETS ACT 2000 (“FSMA”) OR TO PERSONS WHO 
ARE OTHERWISE ENTITLED TO RECEIVE THIS DOCUMENT UNDER THE FINANCIAL SERVICES AND MARKETS ACT 2000 (FINANCIAL PROMOTION) ORDER 2005, OR ANY OTHER ORDER MADE UNDER THE FSMA. 
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